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SURVEY OF CURRENT BUSINESS

August 1937

Distribution of Manufacturers’ Sales

By 5. L. Xedleraki, Cirief, Wholwsalo Trade Sectian, Markating Ressarch THtan

HE importsnte of $he various primary chaanels of

disttibution for meouinctured goods hes heen dis-
tlosed bey o new publicadion of the Burean of the Censns
prementing dote compiled ia the 1935 Clensus of Busi-
ness! The factusl dote gathered in the smrvey deals
with the fist stage of distribuwtion of manufactured
goods which go direotly to the following outlets: {1)
Manulaciurers' ¢wn wholesala branch, {2) industrinl
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and other targe users, (3) wholesalers and jobhers, {4)
monufacturaye’ own retall stores, (5) refailers of al
types, () household consumers, sud {7) other plants in
manufacturers’ own organization. The raport ipeludes
n comparative distribution of salas in 1929 and 1935, the
wumber of manufaciurers using ench of these channals
of primary distribution, snd the number using sny one
channel exclusively in 1935,

"This survey also shows, for the first time, the number
of smployees engaged in distribution activities and the
cost of distribution inenrred at manufacturing plants.
Data ave prassnted for each of 315 saparate industries,
a3 well 22 for the industzy groups?

Importance of Yarlous Chabnela.

According to the swvey, the aales volume in 1095, at

f. 0. b. factory prices, of 134,392 reporting manufnctur-
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ing pienta amounted to 43.8 billion dollers. Of this
amount 38.2 billion dollars, or §7.8 percent, reprasents
salea through six channels of primory distribution.

For &ll industrial groups combined, the proportion of
sales made through these principel chennels @n 1935 is
presented in tnble 1, These have been grouped in the
order of their imporiance. The portion of the total
sales volume not distributed in the table (12.7 percent)
conststs of interplant frensackions, experts invoiced
diract from plants, and other enles pot disribuied
through usual chanpels or not allocaied. Considerable
deviation from these over-all percentages is evident in
the warious lines of buainm. pnd the extent of theze
vartations is davelnpud in the stntistical nnd grophic
data assembled in this articie.
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From the dste presented in takle 2 it is evident that
in mosat industrial groups, four types of cutlets ploy an
importnat role in distribution of manufnciurers' goods,
Figurs 1 shows graphically the relative imporioance of
the various major chonnels.

Two-Thirds of Plantas Szl Exclusively Throwgh One Chaonel.

Tigure 2 showa the number of planta selling through
vorious digtribution channels. The bar in each ine
stance indieates the number of plants using each type
of cutlet and tha black portion represents the propor-
tion of the plants which sell axclusively through this ona
channel. Thus, 52,743 manufscturing plants sokd
gaodsa to retailers, and put of this number 22,740 planta
er 43.1 percent nsed this means of distribution exeln-
givaly; 47,192 plants gold to wholesnlars and tobbers
and 42,0 pereent of these extablishments sold exclusively
to £his field, ete. 'Table 3 presents thesa data for ench
of the 16 industrisl groups.

The extent of concentration of snlos for ail industries
combined iz shown in fizure 5. About twa-thirds of
the manufecturing plants or 39,144 establishmeants eold
goods exclusively through one chapnal. The lower
portion of this chert shows the break-down of sales of
plants selling exclusively through one channal, arranged



Auvgust; 1537

acoording to type of outlet vaad. Of all those plants
using & single oitlat, ahont ona-fourth sold to industrial
nsers and nearly the seme percentoge to retailers, while
mara than one-fifth of thess manufaciurers obtoin their
distribution throueh wholesalars and jobbers.

Shifes Beirwesn 1929 and 1935,

Tolde 4 is v comparizon of ke primery chaousls of
distribution used in 1935 with thosse used in 1929 by
indusiry groups.! Comparable dofa are nvailable for
01,688 plants, or 88,3 percent of the pleata reporting.
These planta hed sales in 1035 of 26.3 billion dollars, or
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facturars’ sales to wholesslers and jobbers from 32 per-

cent in 1929 to 27 pereent in 1835, and the reduetion

of sales direct to industrinl and other lorge users from

26 percent of the total in 1929 to 25 perceat in 1935, -
Against thess reductions in relativa pasition it ia shown

that the preportion of sales to manufzeturss’ own

wholesale branches incressed from 18 perceni in 1929

to 21 percent in 19356, while soles direct to retailer

increpsed from 20 per cent to 23 peroent.

Digtributon Expanges Suevaynd,
The 1935 Censue of Bueiness provides for the first
time data on distribution expense incwrred at manu-
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6% percent of total distributed sales, The dotz in
~ table 4 na well az thoga for each of the 315 individual

industries, disslose msay chenges in the relative im-
portance of primary chennels of distribution used by
certoin indusiries or groups of induesiries between the
2 yoors ubder disenssion. While these changes nre
mora important o some industrics than othews, it i
appovent that there heve been but fow significant
changay in the distribution methods of manufasturers
aa o whola, The outstanding changes for all indusivies
combined wers tha decline in the proportion of manu-
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fagturing plants. This report shows tha number of
emplovees engaped in distribirtion activities, the pay
roll of distribuiion employees, traveling expensas of
solesmen, advertsing, credié snd collection expenses,
bad debts, and the portion of such overhead expenses
ns Tenb, interssi, and genernl ndrninistrative oxpense
allocated to distribution.

In ¢he collection of these distribution expense data
many difficulties were encountered hecause there is no
untform classification for such expense common fo in-
dustry, and some manufeeturars did not have account-
ing gystems which differentiated production costs from
distribution costs. The reault is thot one plant may
gonsider no item 83 8 distribution expenss while another
plent moy classify it as sumething else, As o result of
thiz= lack of uniformity mmong manufacturers in clessi-
fring and recording expense defa, the acouracy of the
fizures given in the seport cannot be warranted, snd
all expense data reported in the survey of Distribution
of Manufacturers’ Sales should be considered with these
facts in mind. Distribution expense date s reported
for the 16 industry groups should be conaidersd in the
light of ganeral relationships ond should not be unsed
for specific compnrisons with any of the 815 industrial
closeificntions.
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(f the total of 134,262 monufacturing plants, only
53,628 with totel net sales of $21,418,000,000 reported
on both slemants of distribetion expense {disttibution
pay roll fnd other distribution empense). Thess
52,622 planis bhad an expense ratio of 8.4 percent, di-
vided inte 4.1 peresnt distribution pey roll and 5.2
percent ofther distribution expenses. It will he ob-
gerved from table 5 that chemicals ond sllied produets,
with [5.2 percent; stone, clay, ond glass products, with
11.7 percent; machinary, with 11.7 perrent; and forest
prodnets, with 11.4 percent, hod the Inrpest totel dis-
tributivn expenses in 1935.

Trounsportation equipment, sir, lend, and water,
with 3.2 percent; products of peirclevm and conl, with
7.4 percent, aad rabber producte with 7.8 percent, re-

poried the lowest distribution expense. In practically
avery instnnce, with the sxception of textides and their
products, and printing and publishing, distribution pay
rell waa the lasser of ihe two reporisd expenses.
Bruployess Eogaged in Distribatlon.

Whils it wes difficuls in some cases for the masufac-
turers reporting to separate employees sngaged in pro-
duction and those engaged in distribetion, it i possible
to nevertatn & measuremment of number of emplayess ex-
gaged in such notivity for purposes of peneral compari-
gon by indusiries. Included in the distribution ex.
penses of the 53,023 plants is a total of $882,55%,000 -
paid to 523,623 full 4ime end part-time officars and
employees who devoted oll or o major portion of their
time o dishibution activities.
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In soma onges o wids variation was found to exdst in
distribution expensas between the mojor industiry groups
and alsp between different industry classifications
within the same major industry group.  This is natural
perhnps, not only because of the wide divergence in
selling methods employed hy different industries bud
alzo because of the far-renching changes that have been
and are still taldng place in the chanznels of distribution
in moay felds,

No attempt has been mnda in the survey of Distribu-
tion of Manufacturers' Soles 30 explain the rensons,
gside from the limitation of the date, for thess varia-
tions or to arrive at any oonslusions ns to what relation
should exist between the cost of distribution and sales
volume for eny parficulay industry group or industuy
clazsifivnbion. The nim has been rather to present the
facts a5 they exist in as simple ond ¢conciss a mapner as
possible.

The value to be derived from the survey of Distribu-
tion of Muonfacturers’ Sales, Censvs of Business 1935,
is not particularly from tables which are pressuted for
16 industry groups but rather from the tables presenting
the dain in detail for each of the 315 industry clnesifi-
cations, For the latter purpose it should be of value to
management and foencial axecutives, This helds true
wot only of the tables which show the flow of menu-
factured goods through channels of primoery distribu-

tion, but alzo of the distribution expenses of each of the
215 industries as reporied by the business census.
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